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PATTERNS OF INVESTMENT
BY THE REGIONAL BELL HOLDING COMPANIES

Introduction

The break-up of AT&T in 1984 created seven new corporations which, collectively,
assumed responsibility for the provision of the local telephone services of the fonner Bell
System. These so-called "Regional Bell Holding Companies" ("RBHCs") or "Baby Bells"
adopted a common corporate structure in which the (former Bell System) operating telephone
utilities ("Bell Operating Companies" or "BOCs") .enerally retained their identity and role as
regulated local exchange carriers ("LECs"), while new affiliates were created, usually as
subsidiaries of the fHl~lII OHC, to pursue non-regulated, non-utility ventures. In principle,
these affiliates were supposed to be "fully separated" from the regulated BOC entity, such~
ratepayers of monopoly local telephone services would not be forced to "cross-subsidize" these
new and generally risley business initiatives. The actual extent of such "separation" within the
RBHC structure has, and continues to be, a subject of considerable debate. - ~

Despite the nominal "separation" of regulated and non-regulated subsidiaries, the parent
RBHC and its Board of Directors retain responsibility for the overall management of the
corporation. Among other things, that responsibility embraces the allocation of financial,
management, and other resources among the various entities.

Almost from their birth in 1984, the ORCs have been englled in the pursuit of a broad
range of business activities outside the scope of local telephone service operations. While
early forays into real estate, retail computer sales, out-of-area yellow plies, amon. others,
were not particularly succellful, investments in cellular and in several forei.n ventures have
produced more poIitive results. Recently, there has been a flurry of RBHC activity directed at
large-scale m'jestiMilt in, and corporate consolidation with, cable television companies, and it
appears likely dlat in tile future the regional Bells will be devoting even more of their
corporate attllltiaa and lIIOUJ'CeS away from the core local telephone business. In this report,
we examine the manner in which the RBHCs have been and are financing these diversification
efforts. As we show, in many important respects the specific method and pattern of financing
seems to violate the spirit, and perhaps in some cases even the letter, of the proscription
against cross-subsidization.
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Parrerns of RBHC Investment

Funding and performance of non-BOC activities

The regulated Bell Operating Companies represent the dominant share of each RBHC's
revenues, assets, and earnings. Thus, while technically "separated" from the regulated BOCs,
the other RBHC ventures have in fact derived the overwhelming majority of their capital from
funds generated at the SOC level. Indeed, an examination of the depreciation, earnings,
dividend payments, and reinvestment practices of the Regional Bells and their various regulated
and non-regulated subsidiaries reveals a general pattern of diversion of capital away from the
regulaJed entities and into the non-regulated businesses.

This report provides historical data and highli.hts relationships that trace the sources of
investment funds and the specific investment activities of the regional companies and their
respective BOC subsidiaries. While the individual practices are not identical, certain clear
patterns common to all seven of the Regional Bell Holding Companies are readily apparent:

• All seven regional companies have been in recent years reinvesting far less of their BOC
earnings back into the SOC asset base than they did immediately following the divestiture;
several RBHCs (Pacific Telesis, NYNEX and Southwestern Bell Corporation) are actually
disinvesting in their BOCs, in that the annual depreciation charges since the late 198as
have regularly exceeded the total plant acquired by the SOC in a given year. In o~
cases (e.g., Ameriteeh), such disinvestment is occurring in some (but not all) of the
individual SOCs (Ohio Bell, Indiana Bell, and Wisconsin Bell), while net investment
continues in the others (Illinois Bell and Michigan Bell).

• For most of the decade since the divestiture, the BOC! have pursued regulatory strategies
designed to achieve higher depreciation rates and accelerated depreciation practices, on the
basis that more rapid investment recovery was essential for the financing of new "modem"
LEC infrastructure. However, our analysis now reveals that the cash flow generated by
the increased depreciation charges that have been allowed by reculators has not been used
to acquire new BOC plant, but has instead been handed over to the parent for its use in
investing in non-BOC businesses.

• The Bell Atlantic BOCs are the only operatina companies that are retainina consequential
portions 01 their eamin&s at the sc::x:: level for reinvestment in the SOC networks. The
BOC su....ries of the other six RBRCs are transferring nearly all of their equity
eaminls 110 the ...-t in the form of a dividend payment. In recent years, some SOCs
(e.g., Southwestern Bell, Pacific Bell, New York Telephone) have paid dividends to their
parent that have actually exceeded the DOC's earninls. Consequently, the SOCs do not
retain much - or in some cases any - of their earninls for reinvestment in their LEe
infrastructure, and there is no evidence of an infusion of funds for such purposes coming
from the parent.
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PQuems of RBHC Investment

• The parent RBHCs do, however, retain a substantial portion of the SOC dividend payment
they receive. Generally, only about two-thirds to three-quarters of the SOC dividend is
distributed to the parent RBRC's public shareholders; the balance of the undistributed
BOC dividend is used to fund investments in non-SOC regional holding company
activities. When viewed on a consolidated basis, virtually all of each RBRe's retained
earnings come from earnings al the SOC level, yet virtually none of those retained
earnings are being reinvested in the SOCs.

• Despite the persistent, decade-long infusion of RBHC capital into non-SOC enterprises, in
almost every case the non-SOC portion of the RBHC's business has been and continues to
underperfonn - and by a large amount - the same parent's DOCs. With the exception
of Southwestern Bell (whose non-DOC businesses are cumnlly earning at about the same
level as that company's 8OC), the other RBHC non-BOC businesses, taken collectively
within each RBHC, are operating either at a net loss or are generating no more than a
minuscule positive return. .

Policy implications

While our findings and conclusions should be of obvious interest to the financial
community, they present serious and fundamental rqulatory policy implications as well. The~

RBRCs have long argued that by creating fully separated subsidiaries and affiliates they can
effectively insulate their regulated DOC entities - and hence BOC customers - from the costs
and risks of non-8OC ventures. But mere tJCCOWftillg separation may not be sufficient if the
non-SOC activities of the parent have the tJfect of increasina the QCcoUlllillg costs booked to
the rqulated entities. In the instant situation, the ORCs are fundin, most, and in some cases
all, of their non-SOC investments from cash flow lAd elmin,s Jenerated at the BOC level.
Depreciation rates have t.n increa*, but~t in SOC networks is not Depin, pace.
Moreover, the hilh volatility and low (often ftIIIdve) earniftls beina derived from non-DOC
ventures is likely placin& upward pressure 011 IlOC COltS of capital which, like high
depreciation rates, translate directly into higher prices for monopoly SOC services.

Ratepayers of thae HOC monopoly services are thus cross-subsidizing non-regulated
RBRC busm... me-.s in depreciation rates have not been used for the purpose of
funding new pWtlic network infrastructure. Inc~ earnings produced by "incentive
regulation· -., alone with the cash flow eenerated by the higher depreciation charges, have
flowed into risky and often unprofitable non-BOC ventures.

In total, the RBRCs have invested some SlS.7-billion in MII-BOC businesses since these
companies' birth in 1984, yet cumulative eamines resulting from thae ventures has amounted
to only 51-billion. The only RBHCs with acc:et*ble earnings from their non-BOC ventures
are Southwestern Bell Corporation and Ameriteeh. Southwestern Bell Corporation's earnings
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Patterns of RBHC Investment

are attributable primarily to its early (and hence relatively low-eost) investment in several
major market cellular franchises and in Telefonos de M~xico (Telmex) which, not
coincidentally, is itself a monopoly local exchange carrier. There can be little q~stion but
that these non-SOC activities of the Regional Bells could not have stood on their own without
the financial backing of the regulated monopolies. It is difficult to imagine the willingness of
the financial markets to capitalize and support an investment base of this size (S15·billion) for
nearly a decade, given these ventures' financial performance. That these ventures have been
financed at lower cost than would have been required on a "stand alone" basis is beyond
dispute; that the additional risks associated with these activities have increased the composite
RBHC and BOC costs of capital is the logical result.

There is thus little doubt that residential and business customers of monopoly BOC
services have been forced to pay excessive rates in order to recover the increased depreciation
charges and to generate sufficiently high levels of earnings for the SOCs so as to provide the
financial basis for non-regulated RBHC businesses. Reeulators and others responsibility for
framing national and state telecommunications policy will thus need to consider each and all of
the following key questions:

• To the extent that non-SOC RBHC activities may in the future produce positive
returns, to what extent should SOC ratepayers share in the gains from the investments
that were largely (or entirely) funded from excessive SOC depreciation rates anc(
capital costs?

• Will perpetuation of the present RBHC/SOC corporate structure and relationships
provide the most efficient anangement to assure continued investment in the public
network and provision of high-quality affordable telecommunications services, or
should additional divestiture of the LEC entities from the parents be considered?

• If divestiture of LEes is to be pursued, how should the divested companies and their
ratepayers retain an interest in future gains from the non-BOC activities of the parent
that they had helped to finance?

• If the pl'f*ftt RBHC/BOC structure is to be retained, what additional safeauards
should be implemented 50 as to foreclose further diversion of BOC resources?

BOCs in I number of state jurisdictions are seeking sweeping chanles in the sttueture of
reaulation which would subscanti~ly enhance their ability both to increase depreciation charles
and to generate additional revenues through successive automatic price increues for basic
monopoly services. It is hoped that the data and analysis provided in this report will help to
place the SOCs t regulatory agendas in their proper context, and to underscore the need for a
more critical evaluation of the basis and requirement for the kinds of regulatory reforms that
are being proposed.
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Patterns vf RBHC Investment

The information contained in the following tables and charts was
compiled from public reports of the regioNll holding companies and their
BOC subsidiaries. These consisted principally of the BOC "Form M" annual
reports filed with the Federal Communicarions Commission. the BOC and
RBHC "}().K" a1l1WlJI repons filed with the Securities and Exchange
Commission, and published corporare an1lUQI repons of the RBHCs. In
certain instances. this information was supplemented or co"oborared oy
information derived from reports flled by the BOCs with their respective stare
regulatory authorities.

This study was prepared under the direction and supervision of Lee L.
Selwyn, President of Economics and Technology, Inc. Research and analysis
were conducted by Sonia N. lorge and lenny H. Yan.

. ,..
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Note Correc::ons are :n ,laIICS.

SOURCES OF RSHC EARNINGS ($0005)
1984-92

TOTAL BOC NON-BOC
ABHC Net Income ROE Net Income ROE Net Income ROE

Ameritech 10.635.700 15.6% 10,430.700 163% 205.000 8.1%
Bell Atlantic 10,574.700 13.6% 11.307.205 16.0% (732.505) -10.5%
BellSouth 14,055.800 13.2% 13.546,700 14.4% 509.100 4.3%
NYNEX 9.557,300 11.8% 10.170.000 13.4% (612.700) -22.9%
Pacific Telesis 9.336,400 13.6% 9,484,200 15.2% (147,800) -1.7%
Southwestern Bell 9.580,900 12.9% 8.363.400 13.3% 1.217,500 11.3%
US West 9,157,500 13.0% 8,546,600 14.2% 610,900 3.4%

Totals 72.898.300 71,848,805 1.049.495

SOURCES OF RBHC EARNINGS (SOOOs)
1917-92

TOTAL BOC NON-BOC
RBHC ! Net Income ROE Net Income ROE Net Income f;lOE

Ameritech 7.429.000 16.2% 7,170,800 16.7% 258,200 14.6"
Bell Atlantic 7,341.600 13.7% 7,962,483 16.6% (620.883) - ~1.7%
BeUSouth 9,792.100 12.8% 9,408.300 14.3% 383.800 3.8%
NYNEX 6.260.300 11.2% 6.845.800 , 3.00/. (585.500) -33.70/.
Pacific Telesis 6,499.400 13.8% 6,575.000 15.5% (75,600) -0.4%
Southwestern Bell 6,678,900 12.9% 5.748,600 13.5% 930.300 9.3%
US West 6,419.600 12.9% 5.660.900 13.6% 758.700 8.8%

TotalS 50,420,900 49,371,883 1,049,017

SOURCES OF ABHC EARNINGS ($OOOs)
1910-92

TOTAL BOC NON-BOC
AIHC Net Income ROE Net Income ROE Net Income ROE

AlMlttech 3.765.300 16.6% 3.625.000 17.1% 140.300 18.8"
e... AtJ..,t1c 3.801.000 .. 14.3% 4.270.334 18.1% (469.334) -16.0%
Se..South 4.720.700 11.9% 4,596,100 13.5% 124,800 2.4%
NYNEX 2.861,200 10.1% 3.362.700 12.4% (501.500) -63.9%
Pacific Tel.is 3.119.400 13.4% 3.113.000 14.4% 6.400 1.7%
Southwestern Bell 3,478.900 13.0% 2.788.500 13.1% 690.400 12.2%
US West 3.171,700 11.8% 2.722.600 12.7% 449.100 8.1%

i Totals 24,918.200 24.478,234 439.966

•
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Note Correc:lcns are In ItalicS

RBHC INVESTMENTS IN BOC PLANT ($OOOs)
1984-92

Net
New Plant Depreciation Investment

RSHe Acguired Charges (Disinvestment)

Ameritech 16,485.455 15,009,593 1,475,863
Bell Atlantic 20,262,845 16,407,126 3,855,719
BefiSouth 24611.788 21,565.107 3.046.681
NYNEX 18,946,836 17,295.337 1.651,499
Pacific Telesis 15,176.161 14.565.209 610.952
Southwestem Bell 14.239,587 14,055,713 183,873
US West 16,388,979 13.929,444 2,459,534

Totals 126.111,652 112.827, 530 13.284.122

ReHC INVESTMENTS IN BOC PlANT ($0005)
1987-92

Net
New Plant DepreciatiOn InvH1ment

ASHe Acquired Charges (Disinvestment)

Ameritech 10.844.214 10,409,106 435.108
aell AtI.,tic 14.150.194 11.935.256 2.214.938
aellSouth 17.103.216 16.206.017 897,199
NYNEX 13.028,621 13.050.793 (24.172)
Paciflc TelHis 9••'0.801 10.587.246 (1.176.445)
SouthWestem Bell 8.421.983 10.150.888 (1.728.704)
US West 10.932.054 10.118.211 813,843

Totals 83.889.084 82.457,316 1.431.768

AIHC ItMESnENTS IN 80C PLANT ($0008)
1910-92

New PllI'1t Depreciation
I IWHC ired Ch

Amellllch 5.353.n2 5.205.004 148.768
S.. AhntiC 6.938.350 6.143.142 795.208
BeUSouth 8.321.800 8,417.200 (95.400)
NYNEX 6.205.978 6.550.838 (344.860) I

Paciflc Telesis 5.004.647 5.226.324 (221.677)
Southwestem Bell 4.4n.762 4,925.978 (448.216)
US West 6.015.019 5.151.942 863.077

Totals 42.317.327 41.620.428 696.899
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'.jete Correctlors .lre ,n ItaliCS

R8HC INVESTMENTS IN NON-BOC BUSINESSES ($OOOs)
IlJ84-lJ2

"'. of Non - SOC
Unused Investment

IDividends
Dividends BOC Dividends and ~8HC Financed
Paid To Dividends Disinvestment Qislnvestmenl Investment byBOC

I From Public Aelalf1ed In BOC 'rom poor In Non-BOC Dividends atld
~BHC

I BOCs Shareholders By R8HC Planl years Business DiSinvestment

Ameotech 9.12O.n2 6,800,500 2.320,272 1.5&7.545 100.0%
Bell Atlantic 8.994.274 7.374,680 1.619.594 2.066.055 78.4%
BelISouth 11.440.484 9.808.005 1.834.478 1,660.612 100.0%
NYNEX 8.700.411 6.933.375 1.767.038 2.533.664 67.1%
Pacific TelRis 9.318.116 6.55-1.040 2.M2.078 2.970.839 95.7%
Southwestern Ben 8.384.918 8.041.700 2.323.218 2.478.313 93.8%
US West 8.668.668 5.822.390 3.044.278 2.348.121 100.0%

Totals 64. tS83. 642 48.932.690 15.750.951 0 /5. i'S4. 148 907%

ASHC INVESTMENTS IN NON-BOC BUSINESSES ($0001)
1••7-.2

%01 Non-SOC
Unused lnveatment

!Dividendi
OMa.nds BOC Dividendi and RSHC Financed
PliidTo Dividendi Qisin-...tment Disinvestment Investment byBOC

: From Public ~ in80C from Pllor in Non-BOC OiviOindlll'ld
RBHC I SOCs sn.ehoIders By ABHC F'lwIt y..... BUilnesl Diainvwtment

Ameritectl 8.385.103 4.878.500 1.518.503 630.810 1.414.588 .100.0%
Bell Atl8nlic 6.451.227 5.380.800 1.080.427 1.547.008 70.5%
SeiISouth ! 8.287.134 7.073."6 1.22•. 14lJ 418.102 1.488.3804 100.0%
NYNEX 8.043.1<&3 5.010.875 1.033.1. 24.172 2.171.019 t' ".7%
Paciftc TelRia 8.121.483 4.n•.3<&O 2.047.1<&3 1.178.~5 2.188.199 100.0%
South~t.n Bell 5.750.217 4.2".<&00 1.501.'17 1.13.704 2."28.517 100.0%
US West 5.780.281 3.•.800 1.791.se7 507.836 1.7~.348 100.0%

Totals i4S, 6:». 775 36.334. go1 10.204.875 2.NI.321 /2.H3.//6 88.5%

"'HC INVESTMENTS IN NOH-IIOC BUSINESSES ($000.)
1HO-'1

%01 Non-BOC
Unused Investment

SOC Dividendi ."C\ ABHC FiNnced
~

ClIvi__
euw.tment ~trNn1 Investment by80C

From ....... inlOC trom priOr in Non-Ioc DIvidendi ."d
ABHC soc. I lIIIHC PWtt I .... euw.tnent

Anwitech 3.101.... a._.too ...- 1.".),<&07 1.150." 100.0%
1eIA-.ntic 3.411.212 2.117.700 ....112 144.• ...~
8eI8outh 4..... 3.7".7. "7.1. ••<&00 511.01<& 1.0IN.4OO 1oo.~

NYNIX a.17UIO 2.'1'.071 310.... JU•• 1•••• 57.~

PKilcT.... 3••177 2.....7.. ••• 211.177 450.781 1.231.353 l00.~

Southweat8m lei 2.7eI.03I 2.272.500 <&10." ......218 1.575.002 2.21.... 100.0%
USWe.t 2.".41' 2.23...00 ...,. 5<&7.119 857.511 100.0%

Totall 2I.750.1M ".073.2f» 3.'77.365 /.110.154 '.472.073 se.5%
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Note: Corrections are In Italics.

SOURCES AND EFFECTIVENESS OF R80C'S INVESTMENT POLICIES

RBHC: AMERfTECH

Time Period Covered: 1984-92 1987-92 1990-92

Net Income $10.430.700 $7,170.800 $3.625.000
Depreciation $15.009593 $10,409.106 $5.205,004

2 Flow of Funds from BOCs $25.440.293 $17.579,906 $8.830.004

3 IAmount reinvested in BOC network $16.485,455 $10.844.214 S5.353,n2
I

4 BOC cash flow not invested $8.954.837 $6.735.692 $3.476.232

5 Reinvestment Rate 648% 617% 60.6%

6 Reinvestment of Ntt Incane only 14.1% 6.1% 4.1"

7 BOC Dividend paid to Parent $9.12O,n2 $6,395,103 $3.108.849

8 Parent's Dividend paid to Public Shareholders $6.800,500 $4.878,600 $2,685.600

9 SOC Dividend Retained by Parent $2.320.272 $1,516.503 $423,249
Percent retained by partnt 25.4% 23.7% 13.6%

10 Parent's reported non BOC total investment $1,587.545 $1.414,586 $1,150.928

11 Parent's reinveS1m.nt of BOC dividend 68.4% 93.3% '271.9%
retained in non BOC ventures

t"

12 i Parent's average annual ROE on non BOC activities 8.74% 74.64% 78.77%

•
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Region: Ameritech

COMPARISON OF IOC EARNINGS
WITH 10C DIVIDENDS PAID TO PARENT
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Region: Ameritech

BOC INVESTMENT (DISINVESTMENT) IN INFRASTRUCTURE
Comparison of annual depreciation charges

with amounts spent to acquire plant
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Region: Ameritech

PERFORMANCE OF RHBC'S BOC AND NON-BOC BUSINESSES
Annual Return on Equity
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Region: Ameritlch
BOC: IIlinoie Sell

'WNOIS 8EU INCOME, DIVIDEND AND INVESTMENT DATA (SOOOI)

(A) (8) (C) (D) (El (F) (a)

, OK Apt. Form M Dividends
Net Net Paid to Total Total Annual Annual

Vear Income Income Parent Auets Equity Depree. Invettments

1984 308,500 317,700 24e,7~ 5,282,707 2,030.<100 471,78<' 4".200 1
1985 298.200 JO,$,0e2 287,"3 5,154.143 2,045.200 581,500 670,200
1988 334,200 34e,871 304,161 5.334.232 2,079,100 5".120 675,382!
1987 332.500 344,153 314.554 5,408.041 2,101,000 485.534 643,4561
1981 347,000 347,010 322.131 5,430.213 2,142,700 524.134 544,411 I
'988 344.100 344.131 274.8<'1 5.510,. 2,180,400 548.743 510,634
1980 351,700 351,871 28<',1" 5.711•• 2,215._ 472.18<' 544,8<'1

i 1981 352.200 352.145 324,520 5.875,210 2.281,_ 417,175 545.77l i
I 1982 413,400 413,400 293,200 6,095,200 1,819,300 509,800 58<t,9001
i
I TOTALS I 3,011,_ 3,121••' 2,653,487 4.819.075 5,2IUOI II
Source: Annual Repon. Form M and 10K of IlIinoi. Sell.
10K Repon Net'ncome NUMb. for 1112 do.. not 'ndude Cumulative Effect of Change in Accounting Principl...
1984 and 1985 lnvettment data and all 1992 Data are taken from the 10K Repons.

UndJ.tributed % ofCalh Net New
Income Flow U..dfor Invettment Annual t-

Vear (Form WI Calh Flow Plant Aeql (Dilinveatment) ROE
(b-c) (b+f) (g/(b+m (g-9 (aiel i

I
1984 70.905 789,48<' 62.85% 24,416 15.19%:,_

16,379 815.562 75.68% 88,700 14.58%
19M 42,517 943,5M 71.51% 78.4e3 18.07%
1987 30,2M 830,387 77.41'" 157.921 15.83'"
1981 24.174 871,844 62.4'''' 19.777 18.1 ""
1981 61,212 813.114 84."'" 30.811 15.71'"
1910 73.772 830,_ 65.55'" 72.4e4 15.83'"
1981 27•• 8<'1,320 84.21'" 48.603 15.31'"
1992 120.200 923.000 83.37'" 75.300 22.72'"

TOTALS 415,154 7.817,721 87.81'" 511,535

Copyripte 1993
Economin and TechnololY. lnc.
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Region: Am...~
BOC: Indi.,. Bel

INDIANA BELL INCOMe. DIVIDEND AND INVESTMENT DATA (SOOO••

(A) (B) (C) (0) (E) (F) (G)

10K Rpt. Form M Dividends
~t Net Paid to ToUIl Total AnnulU Annual

Year i Income Income P• ...,t ANets Equity Depree. Investments

I I

1~ I 10',300 115.927 15•• 1.8"•• 741.300 117,074 197.300
1985 132.100 135._ 104.2tO 1.'I5O.7S" 770.300 157,412 205,300
19M I 14'.200 157,121 114.000 1.•••' ace.700 191.1501 233.808
1987 I 15a.3OO 151.555 122.000 1.'71.QIO 831.100 201.411 232.m

I
150.100 150.875 1US.400 1.....713 85t,eoo lft.383 192.701 11911 !

I

1989 I 155.300 155.4'4 135.100 1,971.127 879.300 197.050 1815.021
1910 154,700 154.472 131.400 I .•.• 89t.900 200.178 200.383 [
1991 I 152.100 152.101 141.500 2.001.2153 911.200 201.145 19tU25
1992 I 183,200 183.200 101.400 2.035,200 804.800 214,000 201,200

TOTALS I 1.320.100 t,331.1" 1,017.150 1.881.001 1,845.129
Souroe: Annuel Reports OI'm M Met 10K of indiaN I.
10K Report N« IncOlN Numb. for 1112 does not include Cumulldive Ehet of Change in Accounting Princi....
1984 and 19815 Investment data and all 1992 .e taken from the 1OK Reportl.

UndiWibuted '" ofean N«New f'
Income Flow UMCtfor In..,..1Mflt Annual

v.... (Form M) Caeh Flow PIAntAcqs (Ot~) ROE
(b-c) (b+t) (a/(b+f}) (a-f) (ale)

1~ 30.317 233.001 M."~ eo.22t 14.74'"
19815 31._ 293..... It."~ 47.818 17.15'"
1He 43.t2t 341.535 •.II~ 42.002 18.50'1'
lN7 2t.5U 311.031 14."7" 23•• 18.27"
1. 34,"75 342•• 5I.~ 1.31" 17.55"
1911 11,11" 352...... 52.'" (12.021) 11."~I. I1s.o72 _.480 58.,", (514) 17.1''1'
1911 11•• 354.154 55....,. (5.120) 18.77'1'
1912 53.100 377.200 53."''' (12.100) 20.2'~

TOTALS 271.01' 3.011.175 81.11" 114.122

Copyright· 1993
Economics and TechnoloiY. Inc
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Region: Ameritech
BOC: Michigan eell

MICHIGAN BELL INCOME. DIVIDEND AND INVESTMENT DATA ($000.)

(A) (8) (e) (D) (E) (F) (Gl

10K Rpt. Form M Dividends
Net Net Paid to Total Total Annual Annual

Vear Income Income Parent Assets Equity aeprec. Inveltment.

198<4 274.700 265.045 189,718 4,497.531 1,859,900 344.120 433.200!
1985 302.000 317.048 255.520 4.872•• 1,909.400 365.511 473.aooj
19M 313,700 304,543 278.189 4.755,032 1.948.100 391,381 530.5531
1987 307.100 32e.015 251.919 4.181.415 1,981.300 420,_ 522.lS05i
1988 318,100 318,152 2N.eoo 4.970.174 1.He.000 483.344 4N.7es!
1MI 317.100 317,823 301.014 5,004.370 1,985,300 491.250 497,1141
1910 325.100 325."" 288.813 5,037.072 2.oeU100 500,131 514,10,1
1991 290,500 290,497 215.214 5,121.171 2.088.800 473.926 531.8871
1992 326,200 326,200 223.500 5,289.900 1,743.100 520.700 528.9001

i
TOTALS I 2.775,200 2.790,035 2.376.707 3._,101 4.537.0861I

Source: Annual Report. Form M and 10K ot Michigan Bell.
10K Report Net Income Number for 1H2 doe. not include Cumulative Effect of Change in Accounting Principle•.
1984 and 1985 Inveltment data and all 1992 are taken from the 10K Report•.

Undl«rib~ed " otC..h Net New
Income Row U..dfor lnveltment Annual t-

Ye.r (Form M) Ca.n Row Plant Acq. (Di_nveament) ROe
(b-c) (b+9 (g/(b+9) (;-9 (ale) I

1984 75.327 601,155 71. " " 89.080 14.77"I
1985 61.226 682,557 69.39" 108.089 15.82"
19M 21,854 701,205 75."" 134,192 16.10"
1987 38.1145 748...., 61.91" 102.050 15.63"
1988 20.252 800.191 82.33" 15.441 15.95"
1989 8,801 801,874 61.se" 6.714 15.92"
1910 57.231 821•• 62.25" 13.763 15.7'"
1911 25.213 7....423 70.50" 84.M' 13.""
1912 lO2.700 848.100 82.22" 6.200 18.71 "

TOTALS 413•• 8,7".841 H.85" 540.490

Copyrilhle t993
Economic:s and Tec:hnoloJy. lnc:.
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Ragion:
BOC:

Amari1lech
OhioB...

OHIO BELL INCOME. DIVIDEND AND INVESTMENT DATA ($OOOs)

(A) (8) (C) (D) (E) (F) (G)

10K Rpt. Form M Dividends
Net Net Paid to Total Tolal Annual Annual

Vear Income Income Parent A..ets Equity Depree. Investments

198<4 213.300 217.<415 182.1110 3.822.236 1.393.200 265.3M 381.100
1915 229.500 2<43.123 '.1.213 3,7<40.414 1.456,100 278.81. 361.500
1986 231.800 233.U2 2t2.50<4 3.785•• 1,484.800 331.23t 384.125
1917 241.800 238.445 22,.1., 3.733.138 U512.eoo 311.892 373.532
1988 252.000 252.035 2M.551 3.700.161 1.526.200 310.418 35&.291
1919 251.200 251.205 237.579 3.714.285 1,539.800 348.094 3<46.541
1geO 244.700 244.704 23M36 3.757.913 1.553.800 363.009 389,124,
1911 237.900 237.875 240.488 3.731.547 1,551.200 380.103 275.744 !
1912 26<4.800 264.800 241.900 3.85<4.900 1.226.800 341.100 362.7001

TOTALS I 2.17'•• 2.181,534 2.011.302 3.071.065 3.193.8154 i
Source: Annual Reports Form M and 10K of Ohio 8~I.

10K Report Net Income Numb« for 1t82 doe. not include CumuilltiYe Effect of Changa in Accounting Principia•.
1914 and 1915 Invastment data and all 1982 Data are takan from tha 10K Reporta.

Undletributad " ofCa.h Net Naw
Incoma Flow U..dfor Invastment Annual

..
V.ar (Form M) Ca.h Flow Plant Acq. (Disinvestmant) ROE

(b-c) (b+!) (g/(b+!)) (g-I} (ala)

1984 55.225 482.809 74.79" 95.706 15.31"1
1985 73,830 521.931 68.21" 82.684 15.76"
1988 21.428 573.171 .7.02" 44.8M 18.08"
1917 15.214 828.331 5'.45" (18.3eO) IIUO"
1981 (34.51') 632.454 51."" (21.121) 1•.51 "
lNI 13•• 517.211 51.02'6 ..... 18.31 "
1180 5.011 607.713 60.74" ••115 15.75"
1911 (2.813) 517••7. ....1'" (14.35t) 15.34"
1982 22.900 810.900 51.37" 18.100 21.51"

TOTALS 170•• 5,252•• 60.80" 122.591

•
.si? ECONOMICS AND
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Region: Ameritech
BOC: Wi.conlin Bell

WISCONSIN BELL INCOME. DIVIDEND AND INVeSTMENT DATA ($000.)

(A) (6) IC) (D) (E) (F) (0)

10K Rpt. Form M Dividends
Net Net Paid to Total Total Annual Annual

Vear Income Income Parent Asset. Equity Oeprec. Investment.

1~ 108.500 118.366 88.23e 1.860.5t8 783,000 1S2.3~ 19i.2oo!
1985 122.300 118.401 114.518 1,901.i157 791.900 167,089 2~.800i
1986 125,800 107.672 114.715 1.935.805 803.900 175.277 215.3731
1987 132.300 130.436 118.03i 1.933.238 819.400 188.089 165.874 1
1988 127.800 140.452 115,184 1.975.805 823.400 177,158 185.803
1981 110.500 117,012 125.131 1.980." 808,400 18i,4" 181,4251
1HO 114.000 99,231 108.284 1.94'.9125 818.400 180.51i 154.3851
1981 108,800 110.140 104.025 1.981,414 823,200 177,528 164.5171

I 1992 117,300 117.300 125.200 2.043,400 683.500 188.400 173.2ooi
I
I

I TOTALS I 1.017,100 1.051,. 1,012.117 1.571,839 1,623,91571
Source: Annu" Aeport. Form M and 10K of Wlaconain Bell.
10K Report Netlnc:ome Numb.. for 1H2 doee not includa Cumulativa Effect of Changa in Accounting Principle•.
1~ and 1985 Investment data and .11 1992 Oat. taken from the 10K Raportl.

Undistributed % of C••h Net New
Income Flow Uaedfor Investment Annual ..

Ve.r (Form M) Ca.h Flow PI.nt Acql (Oilinveatment) ROe
(b-c) (b+f) (g/(b+f)) (g-9 (ale)

198<t 32.130 270,700 73.51% 48,866 13.86%\
1985 3.815 285,470 71.87" 37.531 15.44"
1He (7,043) 212..... 78.12" 40,017 15.82"I
1SM17 12.3M 318,504 52.~" (20,315) 18.15"
1til 25.2n 317,101 51.44" 1.447 15.52" I
lSN1t (I.....) 211I,510 51.33" (I,. 13.87"
lHO (9,053) 279,750 55.1'" (28.154) 13.93"I
1981 8.115 287•• 57.1'" (13.011) 13.22"
1982 (7,100) 303.700 57.03" (13.200) 17.61"1

r

TOTALS I 48.172 2.530,9128 61.73" 52.118 I
!

•
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AMERITECH NON-BOC TOTAL INCOME, DIVIDEND AND INVESTMENT DATA ($0001)

(ABHC - BOCS)
(A) (B) (C) (0) (E)

Net Total Total Annual Annual I
Year Income Assets Equity Depree. In"estments I

I
I

1984 (23.100) 412,802 219,100 (3,406) 59,600 I
1985 (6,400) 728,534 476,600 52,322 76.100~
1986 (23,100) 962,962 486,400 (34.902) 37,259
1981 15,500 841,370 389,000 141,269 (24,343
1988 42,900 1,101,204 505,800 454 81,198
1989 59.500 1,121,245 212,100 42,915 200,205
1990 55,900 3,268,042 131,200 101,213 332,819
1991 23,300 3,582,605 433,100 204,023 430,449
1992 61,100 3,499,100 134,100 254,500 381,800

TOTALS 205,000 110,507 1,581,545
Source: Ameritech Annual Reports; Telephone Company Form M and 10K reports for Illinois,
Indiana, Michigan,Ohio and Wisconsin eelli. ...

% of Cash Net New
Flow Used for Investment Annual

Cash Flow Plant Aeqs (Disinvestment ROE
Year (a+d) (e/{a+d)) (e-d) (ale)

1984 (21,1 CHi) -- 63,006 -8.41%
1985 45,922 165.12% 23,118 -1.34%
1986 (58,002) -- 12,161 -4.15%
1981 182,789 -- (171,613) 4.20%
1988 43,354 202.51% 81,342 8.48%
1989 102,415 -- 151,230 21.82%
1990 183,113 -- 225,806 42.61"
1991 221,323 -- 226,426 5.38"
1992 315,600 -- 133.100 8.32%

!

TOTALS i 915,501 811,031

Copyright- 1993
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Parrerns (~t RBHC II/VCSfflICl/{

BELL ATLANTIC CORPORATION

- ..
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TOTAL BELL ATLANTIC BOC INcoMe. DIVIDEND AND INVESTMENT DATA ($OOOa)

(A) (8) (C) (D) (E'l (F) (G)

10K Rpt. Form M Dividends
Net Net Paid to Total Total Annual Annual

Year Income Income Parent Asset. Equity Depree. Invutm.",s

19&4 '.003••,3 1.022.965 650.527 17.778.327 7.243,763 1,187.291 1,811.4061
1985 1.122.573 1.15&,011 ~8.017 18,413.831 7,417.233 1,4~.0I1 2.053. loa
19M 1,218.73e 1,141.5M ~3.503 11,Ote.7et 7,e92.1M 1.850.... 2.2....137
1987 1.230,711 1,2H.428 951.845 19,317.307 7.ge4.!01 2.031,m 2,312.077
1988 1.271,541 1,~1.543 985.138 20.141.131 8.252.350 1,844,_ 2.468.127
1989 1.189,701 1.205.811 1,081.732 20.781,810 8.352.843 1.907.787 2.381,840
1990 1,401 ,sea 1,354,137 1,081.331 21.174,411 8,885,448 2.039.831 2.391.189
1991 1.401.879 1,298.937 1,173.727 21,815,519 7,391.984 2,019.175 2.330,759
1992 1,461.987 1,468,987 1,178,154 22.013,081 7,682.704 2,083.336 2.218.422

TOTALS i 11.307.205 11.215,574 8.994.274 18.407,128 20,282,8451
Source: Annual Reports Form M and 10K of BOC•.

UndiatribLAed % of Caeh Net New IIncome Flow UMdfor Investment Annual I
Year (Form M) Ca.h Flow PlantAcqt (Oitinveatmlnt) ROE I

I
(b-c) (b+f) (g/(b+l)) (g-I) (&II) !

I

13.85"I
.,

1984 372.438 2,210,258 81.95" 624.115
1985 209.072 2,592,178 79.20% 619,019 15.13%1
1968 198.085 2.992.0l57 75.14% 387,648 15.84"
1987 340,782 3.339,3157 71.33% ~2.148 15.45%
1988 3M,205 3.184.241 77.27% 623.729 15.41%
198t 118.871 3.113,. 75.85% 453.853 14.24%
1990 285.101 3.313.• 70.45" 311.338 18.14%
1991 123.210 3.318.112 70.27% 310.784 18.M"
1912 290.843 3,550.333 82.43" 133.oae 19.OM.

TOTALS 2,301,300 27,702.700 73.14" 3,855.711

•.-e .l~~~t'\'9!~!'P


